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IN THE MATTER OF THE APPLICATION OF ) DOCKET no. G-02528915-0687
DUNCAN RURAL SERVICES CORPORATION )
FOR APPROVAL OF PURCHASED GAS )
ADJUSTOR SURCHARGE ) PLAN TO ACQUIRE FIXED

) PRICE GAS SUPPLIES
)
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1 1 Duncan Valley Electric Cooperative's Gas Division ("DVEC") which was

12 formerly known as Duncan Rural Services Corporation hereby respectfully submits to the

13 Arizona Corporation Commission (the "Commission") its plan to acquire fixed price natural gas

14
supplies in compliance with Decision No. 68297. Duncan Rural Services Corporation was

15
dissolved in accordance with Decision No. 69679, dated June 28, 2007. This Decision approved

16

17
the  dis s olution of DRS C a nd the  tra ns fe r DRS C's  a s s e ts , ce rta in lia bilitie s  a nd Ce rtifica te  of

18 Conve nie nce  a nd Ne ce s s ity to a  Ga s  Divis ion of DVEC. This  tra ns fe r a nd dis s olution wa s

19 completed on January 1, 2008.

20

2 1 I. T H E  D VE C P LAN .

22
De cis ion No. 68297 re quire s  DVEC by J une  30 of e a ch ye a r to tile  a  pla n indica ting a ny

23

24
Fixe d price  s upplie s  tha t it ha s  a cquire d for the  following winte r s e a s on a nd how DVEC pla ns  to

25 he dge  its  na tura l ga s  s upplie s  prior to the  following winte r he a ting s e a s on. S ince  the  be ginning of

26

D
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May, DVEC has been actively preparing this plan and seeldng bids for natural gas at a fixed price

ding the 2008-2009 winter heating season. DVEC has not included in this plan a hedging

strategy due to the fact that it dues nut have the financial ability to buy gas now for the 20088009

heating season.

DVEC is currently paying apprmdmately $8.45 per MMbtu for natural gas on the spot

market through July. DVEC asked for bids from its natural gas supplier to provide 50 percent of

its historical gas purchased at a fixed contract price for a term of six months and twelve months

beginning in August, September and October. DVEC did not consider the twelve month bids

because the twelve month bids had a higher price than the six month bids. DVEC's largest users

(irrigators) who do not use a significant amount of gas in the winter months, would be forced to

pay the significantly higher costs associated with a twelve month contract during the summer

months. Some of these irrigators would stop pumping water at the higher twelve month bid

price .
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The fixed price bids received for a six month contract beginning in August, September

and October of 2008 were $10.50, $11.25 and $12.45, respectively. The bids for August,

September and 6ctober are significantly higher (approximately $265 to $4,618 per MiVibtuj than

the current spot price of $8.45per MMbtu. DVEC is still evaluating whether or not to enter into a

contract for six months with a fixed price. DVEC needs to choose a contract beginning after

summer because it will not penalize DVEC's summer users by paying a significantly higher

contract must carry DVEC rough the highest usage periods in the winter.

contract price when the current spot price of gas is $8.45 per MMbtu. In addition, the six month
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1:L CONCLUSION

4

DVEC is still evaluating whether or not a plan that includes a fixed price contract for 50

percent of its historical gas purchased will significantly lessen the price risk to its customers

associated with winter natural gas supplies and purchases. If it can enter into such a contract at a

reasonable price after the summer usage period and if future spot prices are greater than the fixed

contract price in a given month, DVEC's customers will only pay up to the contract price for the

contracted 50 percent amount. If future spot gas prices are less than its fixed gas contract price in

a given month, then customers will experience savings on all gas purchases above the contracted

50 percent amount. DVEC may decide to enter into a fixed price contract if it is in the best
4

inte res t of its  cus tomers .

RES P ECTFULLY S UBMITTED this  30th da y of June  2008.

B y
Jo Wallace

d Canyon State Electric Cooperative Association
l 0 North 44'1' Street, Suite 100

Unix, AZ 85034
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Origina l and thirte en (13) copie s  of
Dunca n Va lle y Ele ctric Coope ra tive 's  P la n
file d this  30"' da y of June , 2008 with:

DQQKET QQNTRQE
Arizona Corporation Commission
1200 West Washington Street
Phoenix, Arizona 85007

-3-


